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Legal Services Corporation § 1628.5 

(1) The LSC fund balance as reported 
in the recipient’s annual audited finan-
cial statements; 

(2) The reason(s) the excess fund bal-
ance resulted; 

(3) The recipient’s plan for disposi-
tion of the excess fund balance during 
the current fiscal year; 

(4) The amount of fund balance pro-
jected to be carried forward at the 
close of the recipient’s current fiscal 
year; and 

(5) The special circumstances justi-
fying the retention of the excess fund 
balance up to 25%, or the extraordinary 
and compelling circumstances set out 
in § 1628.3(c) justifying a fund balance 
in excess of 25%. 

(b) Within 45 days of receipt of the re-
cipient’s waiver request submitted pur-
suant to paragraph (a) of this section, 
the Corporation shall provide a written 
response to the request and a written 
notice to the recipient of any fund bal-
ance due and payable to the Corpora-
tion as well as the method for repay-
ment. 

(c) In the event that repayment is re-
quired, the Corporation shall give writ-
ten notice 30 days prior to the effective 
date for repayment. Repayment shall 
be in a lump sum or by pro rata deduc-
tions from the recipient’s grant checks 
for a specific number of months. The 
Corporation shall determine which of 
the specified methods of repayment is 
reasonable and appropriate in each 
case after consultation with the recipi-
ent. 

(d) The decision of the Corporation 
regarding the granting of a waiver 
shall be guided by the statutory man-
date requiring the recipient to provide 
high quality legal services in an effec-
tive and economical manner. In addi-
tion, the Corporation shall consider the 
following factors: 

(1) Emergencies, unusual or unex-
pected occurrences, or the cir-
cumstances giving rise to the existence 
of a fund balance in excess of 10% of 
LSC support set out in § 1628.3(b) or (c); 

(2) the special needs of clients; 
(3) The need to retain a cash reserve 

for payments to private attorneys par-
ticipating in the recipient’s private at-
torney involvement (PAI) program; for 
acquisition of equipment or property; 
or for other expenditures which are 

reasonable and necessary for the per-
formance of the LSC grant; and 

(4) The recipient’s financial manage-
ment record. 

(e) The Corporation’s written ap-
proval of a request for a waiver shall 
require that the recipient use the funds 
it is permitted to retain within the 
time period set out in the approval and 
for the purposes approved by the Cor-
poration. 

(f) Excess fund balances approved by 
the Corporation for expenditure by a 
recipient shall be separately reported 
by natural line item in the current fis-
cal year’s audited financial statements. 
This may be done by establishing a sep-
arate fund or by providing a separate 
supplemental schedule as part of the 
audit report. 

(g) The recipient shall promptly in-
form and seek guidance from the Cor-
poration when it determines a need for 
any changes to the conditions on tim-
ing or purposes set out in the Corpora-
tion’s written approval of a recipient’s 
request for a waiver. 

§ 1628.5 Fund balance deficits. 
(a) Sound financial management 

practices such as those set out in Chap-
ter 3 of the Corporation’s Accounting 
Guide for LSC Recipients should pre-
clude deficit spending. Use of current 
year LSC grant funds to liquidate def-
icit balances in the LSC fund from a 
preceding period requires the prior 
written approval of the Corporation. 

(b) Within 30 days of the submission 
of the recipient’s annual audit, the re-
cipient may apply to the Corporation 
for approval of the expenses associated 
with the liquidation of the deficit bal-
ance in the LSC fund. 

(c) In the absence of approval by the 
Corporation, expenditures of current 
year LSC grant funds to liquidate a 
deficit from a prior year shall be iden-
tified as questioned costs under 45 CFR 
part 1630. 

(d) The recipient’s request must 
specify the same information relative 
to the deficit LSC fund balance as that 
set forth in § 1628.4(a)(1) and (2). Addi-
tionally, the recipient must develop 
and submit a plan approved by its gov-
erning body describing the measures 
which will be implemented to prevent a 
recurrence of a deficit balance in the 
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LSC fund. The Corporation reserves the 
right to require changes in the sub-
mitted plan. 

(e) The decision of the Corporation 
regarding acceptance of these deficit- 
related costs shall be guided by the 
statutory mandate requiring the re-
cipient to provide high quality legal 
services performed in an effective and 
economical manner. Special consider-
ation will be given for emergencies, un-
usual occurrences, or other special cir-
cumstances giving rise to a deficit bal-
ance. 

PART 1629—BONDING OF 
RECIPIENTS 

Sec. 
1629.1 General. 
1629.2 Persons required to be bonded. 
1629.3 Criteria for determining handling. 
1629.4 Meaning of fraud or dishonesty. 
1629.5 Form of bonds. 
1629.6 Effective date. 

AUTHORITY: Secs. 1006(b)(1)(A) and 
1007(a)(3), Pub. L. 93–355, as amended, Pub. L. 
95–222 (42 U.S.C. 2996e(1)(A) and 2996f(3)). 

SOURCE: 49 FR 28717, July 16, 1984, unless 
otherwise noted. 

§ 1629.1 General. 

(a) If any program which receives 
Corporation funds is not a government, 
or an agency or instrumentality there-
of, such program shall carry fidelity 
bond coverage at a minimum level of 
at least ten (10) percent of the pro-
gram’s annualized LSC funding level 
for the previous fiscal year, or of the 
initial grant or contract, if the pro-
gram is a new grantee or contractor. 
No coverage carried pursuant to this 
part shall be at a level less than $50,000. 

(b) A fidelity bond is a bond indem-
nifying such program against losses re-
sulting from the fraud or lack of integ-
rity, honesty or fidelity of one or more 
employees, officers, agents, directors 
or other persons holding a position of 
trust with the program. 

§ 1629.2 Persons required to be bond-
ed. 

(a) Every director, officer, employee 
and agent of a program who handles 
funds or property of the program shall 
be bonded as provided in this part. 

(b) Such bond shall provide protec-
tion to the program against loss by 
reason of acts of fraud or dishonesty on 
the part of such director, officer, em-
ployee or agent directly or through 
connivance with others. 

§ 1629.3 Criteria for determining han-
dling. 

(a) The term ‘‘handles’’ shall be 
deemed to encompass any relationship 
of a director, officer, employee or 
agent with respect to funds or other 
property which can give rise to a risk 
of loss through fraud or dishonesty. 
This shall include relationships such as 
those which involve access to funds or 
other property or decision-making 
powers with respect to funds or prop-
erty which can give rise to such risk of 
loss. 

(b) Subject to the application of the 
basic standard of risk of loss to each 
situation, the criteria for determining 
whether there is ‘‘handling’’ so as to 
require bonding are: 

(1) Physical contact with cash, 
checks or similar property; 

(2) The power to secure physical pos-
session of cash, checks or similar prop-
erty such as through access to a safe 
deposit box or similar depository, ac-
cess to cash or negotiable instruments 
and assets, power of custody or safe- 
keeping, or the power to borrow or 
withdraw funds from a bank or other 
account whether or not physical con-
tact actually takes place; 

(3) The power to transfer or cause to 
be transferred property such as mort-
gages, title to land and buildings, or se-
curities, through actual or apparent 
authority, to oneself or to a third 
party, or to be negotiated for value. 

(c) Persons who actually disburse 
funds or other property, such as offi-
cers authorized to sign checks or other 
negotiable instruments, or persons who 
make cash disbursements, shall be con-
sidered to be ‘‘handling’’ such funds or 
property. 

(d) In connection with disbursements, 
any persons with the power to sign or 
endorse checks or similar instruments 
or otherwise render them transferable, 
whether individually or as cosigners 
with one or more persons, shall each be 
considered to be ‘‘handling’’ such funds 
or other property. 
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